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SUBJECT: RABIN VISIT-ECONOMIC ISSUES 

1. SUMMARY: TWO OP RABIN'S PRIMARY OBJECTIVES IN 
WASHINGTON WILL BE TO BOLSTER ISRAEL'S CASE POR PY-76 
ASSISTANCE AT $2.3 BILLION LEVEL, AND TO PREPARE GROUND POR 
NEXT YEAR'S AID PACKAGE. 

HE MAY ALSO RAISE QUESTION OP NUCLEAR 

POWER COOPERATION, ARAB BOYCOTT, AND SECRETARY SIMON'S 
VISIT TO ISRAEL. END SUMMARY. 

2. GOI BELIEVES THAT IT HAS FIRM COMMITMENT WITH RESPECT 
LEVEL AND GRANT CONTENT OP AID BILL NOW BEPORE CONGRESS. 
REPORTS OF POSSIBLE CUTS IN MAGNITURDE AS WELL AS GRANT CONTENT 
OP BILL HAVE CAUSED INCREASING CONCERN. ANY SIGNIPICANT 
REDUCTION WOULD BE VERY STRONGLY RESISTED. WITH REGARD 

PY-77, GOI IS NOW PUTTING PINISHING TOUCHES TO ANNUAL COLORED 
PAPER WHICH WILL PORM BASIS FOR AID REQUEST. CURRENT INTENTION 
IS TO COMPLETE PAPER BY END OF JANUARY ALTHOUGH DECISION HAS 
NOT YET BEEN MADE WHETHER TO PRESENT IT DURING RABIN'S 
VISIT. ADVANCE INDICATIONS ARE THAT BOTTOM LINE 
"UNCOVERED DEPICIT " WILL AMOUNT TO $2.3 BILLION. MOREOVER, 
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ISRAEL'S ANNUAL REQUEST EOR U.S. FINANCIAL ASSISTANCE OVER 
NEXT SEVERAL YEARS. LOCAL PRESS RECENTLY REPORTED THAT 
"ADMINISTRATION HAS REACHED PRELIMINARY DECISION TO RE- 
COMMEND $1.6 BILLION IN ECONOMIC AND MILITARY ASSISTANCE 
TO ISRAEL EOR NEXT EISCAL YEAR". 

3. RABIN WILL HAVE BATCH OF ECONOMIC INDICATORS, MOSTLY 
GRIM, SHOWING BALANCE OE PAYMENTS DEEICITS VIRTUALLY EQUAL 
TO TOTAL EXPORTS, HUGE BUDGET DEEICITS, INFLATION EXCEEDING 
25 PERCENT, MINIMUM LEVELS OF FOREIGN CURRENCY RESERVES, 

AND AN OVER-VALUED CURRENCY REQUIRING FREQUENT DEVALUATIONS. 
HE WILL ALSO SPEAK OF CUTS IN PRIVATE CONSUMPTION, ZERO 
ECONOMIC GROWTH AND CONCERN ABOUT EUTURE UNEMPLOYMENT. 

HE MAY NOT MENTION LAST YEAR'S INCREASE IN PUBLIC CONSUMP- 
TION, BOTH CIVILIAN AND DEFENSE, NOR THAT DEFENSE SPENDING 
IS EXPECTED TO SHOW EVEN GREATER INCREASE THIS YEAR. 

4. FINANCE MINISTER RABINOWITZ, WITH SUPPORT PROM RABIN, 

HAS MADE MAJOR EPFORT TO CUT SPENDING AND CONSUMPTION IN 
ORDER TO MOVE IN DIRECTION OP REDUCED DEPENDENCE ON 
POREIGN AID. HE HAS HAD ONLY LIMITED SUCCESS. WITH 

SLIM MAJORITY IN KNESSET AND PACED WITH PIERCE PUBLIC 
RESISTANCE TO LOWERING OP LIVING STANDARDS (CRITICS ARGUE 
INTER ALIA THAT IT WOULD CAUSE FURTHER DROP IN IMMIGRATION 
AND ACCELERATE EMIGRATION PROM ISRAEL), GOVERNMENT HAS 
NOT PELT STRONG ENOUGHTTO IMPOSE REAL AUSTERITY. EOR 
EXAMPLE, BUDGET RECENTLY APPROVED BY CABINET FOR 1976/1977 
PROVIDES EOR SPENDING AT APPROXIMATELY SAME LEVEL AS 
CURRENT BUDGET IN REAL TERMS, I.E., PROPOSED INCREASE 
IN DEPENSE SPENDING OPPSETS REDUCTION IN PUBLIC CIVILIAN 
SECTOR. 

5. WITH REGARD OTHER ECONOMIC ISSUES, WE RELIEVE RABIN WILL 
RAISE NUCLEAR POWER COOPERATION (SEE SEPTEL) AND ARAB BOY- 
COTT. ON LATTER, HE WILL EXPRESS APPRECIATION EOR RECENT 
STEPS TAKEN BY USG, BUT CAN BE EXPECTED ALSO TO REITERATE 
ISRAEL'S RELIF.F THAT SPECIPIC ANTI-BOYCOTT LEGISLATION 
SHOULD BE ENACTED. FINALLY, HE MAY INQUIRE ABOUT TIMING 

OP SECRETARY SIMON'S VISIT TO ISRAEL AND SUGGEST PURTHER 
PROJECTS FOR JOINT ECONOMIC COMMITTEE. 
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